Rate volatility has arguably been a bigger issue than
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E=Sl equity volatility over the last few weeks as higher energy
g prices, higher fiscal deficits, a notable increase in ' Current 2025 2026 est.
Il corporate supply, and reasonably strong US economic Fed Funds Rate 363%  World GDPGrowthRate  3.25%  3.00%
Refll srowth have combined to skew global central banks US 10-Year Treasury Yield 475%  USGDP Growth Rate 2.25%  2.20%
P towards tightening. U.S. employment data for the last S&P 500 Index 7,686
- few months seems to confirm achievement of the Fed’s HY Fixed Income Spread** 283 bps
full employment mandate. *Source: Factset
& **High Yield Spread is the BofA Merrill Lynch High Yield Master Il relative to the US 10-Year Treasury Bond.
At the Fed symposium in Jackson Hole, Fed Chair Kevi Rate Environment
5 Warsh reaffirmed the 2% Personal Consumption
= Expenditures (PCE) target as firm and fixed in assessing Treasury Statistics/Rates o SORRICINE
el the progress in achieving the dual mandate of price Historical /1012026 YD re
> - S ) Current  YTD % 52- WKk HI 52-Wk LO 9/4/2026 - IELD Ly
= stability and full employment. He said inflation progress USTreasury 2yr 134% 087% 435% 3.39% = S0 vap N
7 hasn’t been good enough, favoring short term rates over US Treasury Syr 4.49% 0.77% 4.49% 3.52% m s
= unconventional tools and prioritizing getting policy right USTreasury 10yr 4.75%  0.58% 4.75% 3.95% L
o I USTreasury 30yr 5.24% 0.39% 5.31% 4.54%
= over communications transparency. Markets read the SOFR. 3 Month 381%  0.16% 1.33% 2.63% Ls
speech as incredibly hawkish. SOFR- 6 Month 3.94% 0.37% 4.27% 3.56% 2
SOFR- 12 Month 4.12% 0.70% 4.08% 3.40% 1
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The Treasury Department announced that long-end Kev E icD
Treasury buybacks will triple from $2 billion to $6 ey cconomic ata
b|”|0n il 10- and 20‘year purChas_es through REALGDP UNEMPLOYMENT RATE INDUSTRIAL PRODUCTION PMI
November 4. There was no mention in the Change fompreoscuater Vothyszsondydstdie Crngefomreicusont neaumgamvesoumzt;semnaamnmtg.

announcement of the source of funding for the
buybacks, but it will likely come from increased o 2 3“» n
issuance of short-term bills. The magnitude of the
announcement underwhelmed markets, putting
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Equity markets seem fixated on geopo|itica| Source: Department of Commerce Source: Bureau of Labor Statistics Source: Federal Resene Source: Intitute for Supply Mgt.
» developments and oil prices over the last few weeks.
~ However, the current earnings environment is one for qullty Market Performance
[ .
@ the record books, with S&P 500 12-month forward
b earnings projected to be up 36% year over year. At some % Change 52 Week HI 52 WeekLO TrailingP/E  Forward PIE Current Yield
> . . h will ret b " ” Index Current Last Week YD 52 Week
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=4l levels. History tells us that markets digest the period P50 768614 35%  1314%  2038% 646026 646026 076 9% 10%
= after a peak in earnings growth surprisingly well. NASDAQ 2637089 00M%  1714%  2661% 24555 2145555 2853 228 0.00%
R2000 2,956.45 331% 20.01% 26.46% 2,366.42 2,366.42 36.78 2473 0.00%
VIX(SEP) 1492 -10.66% -0.20% -2.86% 15.36 15.36 NA NA NA
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B In September, U.S. leveraged buyout activity cools as LBO Market Performance
= sponsors await the Fed's September 16 decision. Chair
g Warsh's Jackson Hole speech has markets pricing an 83- 14.00x
= 90% chance of a rate hike instead of a cut, and the 10 year A . N
8 Treasury yield has climbed to ~5%, pushing borrowing 10.00x I \ ‘ . l ’ {) ’
o o g )
o costs higher just as sponsors look to re engage on quality | ' 1 | Uy (| b ‘ l ‘ ’ N
§ assets. Al related software reassessment continues to \ it ..
— weigh on credit quality, reinforcing a rotation toward more o
= resilient sectors such as energy, infrastructure, and .
o healthcare, where competition for high quality targets
oo N ) AR IR o s o o
=l remains firm. Lenders keep capitalizing on the lender R R
friendly reset, with direct lending spreads steady to wider
and underwriting under heightened scrutiny.
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